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Co-ordinating Purchasing and Inventory Control 


By Oscar GrorHe, Vice President 
White Sewing Machine Company 


hae success of a business organization is equal to the effective operation 

and coordination of its component parts. Cooperation between the divi- 
sions of a business develops a better understanding of difficulties to overcome, 
a more Satisfactory solution of these problems, resulting in a more unified 
effort toward the common goal of increased profits through lower costs. The 
relationship between the marketing and production departments is similar to 
that between the purchaser and the vendor—a relationship from which fear 
of the buyer may very profitably be removed. 


Simplifying Plan of Operation 

A basic principle to which we try to adhere in our institution is to make 
any plan of operation as simple as possible. It is then comparatively easy to 
impart the plan to those who are expected to carry it out. And when every 
one concerned understands what we are trying to do and how we are attempt- 
ing to do it, then each one can, and usually will, help to make the operation 
successful, 

Coordinating purchasing and inventory control, as understood in our or- 
ganization, is a very broad subject. So that we may view this matter on 
common ground, let me give a short word picture of our institution. The 
White Sewing Machine Corporation is the parent organization of the White 
Sewing Machine Company, The Theodor Kundtz Company, and the Domestic 

255 














256 THE MANAGEMENT REVIEW 


Sewing Machine Company. The parent company does all the manufact 
for the subsidiary companies. 


uring 


Manufacturing to Stock and Jobbing 


In the sewing machine part of the business it is more or less a case of 
manufacturing to stock; i. e., the manufacturing is of the repetitive type; 
whereas the product being distributed through the Theodor Kundtz Company 
is church furniture, school and auditorium seating, etc. This is a jobbing 
business ; especially the building of church furniture, including pews, altars, 
and other special work ; in which, no two jobs are alike. This merchandise js 
sold by our direct salesmen and through jobbers. The White Sewing Machine 
Company sells mostly through our own branch offices and by our own em- 
ployees direct to the consumer. We also sell to dealers and jobbers, and export, 
The Domestic Sewing Machine Company’s product is solid largely through de- 
partment stores and again direct to the consumer. By far the greater amount 
of our product is sold on the deferred or time payment plan. 

We manufacture all the metal parts of our entire product, with the ex- 
ception of the rough gray iron castings and windings for the small motors. 
In the woodworking division, we start from the log, making our own veneers, 
both rotary and sliced, and our ply woods, and otherwise buying lumber for 
operating our own dry kilns. 

With the foregoing as a basis, the many angles of our problems will be 
more readily grasped. 


Manufacturing Division 


As we view our manufacturing division, it has but one customer, and 
that is the sales department, We have found in actual practice and experi- 
ence that this is a good attitude to take, whether the manufacturing and the 
sales divisions are operated by the same company or whether the sales divi- 
sion is a separate company. In other words, the manufacturing department 
is a service department for the sales or distribution end, and the only profit 
in the business comes from the sales of the product. The manufacturing de- 
partment, as such, has nothing to gain or lose in making the product. How- 
ever, this does not mean that it will manufacture blindly anything that might 
be requested without first going into all details very carefully with the sales 
department. 

We find the manufacturing and the sales departments quite comparable. 
Both divisions are required to purchase various materials and supplies, service 
or labor, equipment and buildings, and to do development and research work. 
The first essential for the purchasing department to know is, “what are the 
requirements?” To determine this, it is necessary for the sales, the manu- 
facturing, and the administrative divisions to determine together how much 
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capital is available, how it shall be divided between the various divisions, what 
goods it is desirable to merchandise, and to work out a general schedule of 
estimates for the various departments covering a year’s requirements. At the 
first of each month there must be a definite monthly schedule three months in 
advance; that is, on the first of January a schedule must be made for the 
month of April, etc. 


Obligation of Sales Division 


This is not only a schedule, but as nearly as possible is considered as a 
definite order, and the sales division has an obligation to take and to sell this 
merchandise just as though it were an outside organization, I do not mean, 
however, that if unforeseen conditions arise we do not attempt to meet them, 
curtailing where necessary and increasing certain types of models where prac- 
tical. Nevertheless the sales division has continuously in its mind that it has 
an obligation to meet and it comes very close to meeting it as various efforts 
essential to the disposition of this goods have been set up. We also leave a 
certain amount of flexibility for sudden or last minute shifts in sales require- 
ments, which is possible only through a very close relationship and under- 
standing between all divisions. 

These meetings between the different sections greatly aid in the continu- 
ous selling of plans and policies to the entire organization. Each individual 
comes to know the various problems, how they are being met, and is put in a 
position to handle his job better and more intelligently. 

After the purchase orders or sales schedules are received in the manufac- 
turing division, it becomes necessary to break the schedules down into minute 
details so they may be planned, scheduled, and dispatched throughout the 
entire manufacturing division. A careful study of each part and of each in- 
dividual operation is made as to where, when, and how many are to be run. 
Here we have the same problem as with our own sales department, After 
receiving the sales schedule, the manufacturing division becomes the buyer 
of such things as may be required and should apply the same principles. It 
must now deal with the sales, engineering, and manufacturing organizations 
of the vendor from whom it purchases the various materials or supplies, etc. 


Vendors to Study Problems 


We therefore have the various vendors come into our plant to study our 
problems in connection with the particular article or articles which they may 
be furnishing us, and we in turn send our various key men to the factories 
of the people with whom we are dealing to study their problems in the manu- 
facture of our material. 

It is frequently found that some company is having difficulty, due to some 
shape or specification which we may call for, and on investigation we dis- 
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cover that by making slight changes which do not impair the quality of the 
goods, these manufacturing problems are made less difficult. This reduces 
the trouble and cost to the vendors. We also study with them the time which 
they must require for getting out materials on schedule, and we endeavor in 
all cases to give them sufficient time to enable them intelligently to plan their 
production in their organizations. This makes it possible to receive reliable 
deliveries and a better grade of material than would otherwise be received. 


Savings Made Through Investigations With the Vendor 


From visits back and forth between our plant and that of one of the 
vendors supplying us with the gray iron castings, the fact was brought out 
that if our orders to these people for a certain part were somewhat larger 
special equipment could be installed at the foundry for the molding and core 
work. This effected a saving of 85 cents per hundredweight in a casting weigh- 
ing approximately 9 pounds; and the new equipment also made it possible to 
make these castings more uniform and to reduce their weight by an average 
of 40 pounds per hundred pieces. 

It was also found that the breakage at the foundry while rattling or 
tumbling a certain part was running quite high. By making a small change in 
the shape of this casting, which in no way affected the product from a mechan- 
ical or appearance standpoint, this breakage was very materially decreased. As 
we were paying in accordance with the yield of good castings, the price to 
us was soon reduced. 

Engineers visiting in the vendor’s plant for the purchase of small motor 
windings, discovered that there was considerable trouble in getting the proper 
amount of wire in the area which we were allowing. By increasing the 
diameter of our motor housing approximately 1% inch we made it possible for 
these people to effect a material saving through the convenience this created. 
In addition there was a material saving due to greater ease in the assembly 
operation. 

Again—working with the vendor of a porcelain part that was being used 
in a rheostat, we found that on account of the shape, there was a considerable 
percentage of breakage, which was eliminated by a slight change in the mold- 
ings. This made a reduction of approximately 11 per cent in their cost and 
price to us, 

We have standard orders with certain people regarding the purchase of 
logs of various varieties. When they obtain logs of these specifications they 
know we will take them until further notice. It is assumed that this notice 
will give them sufficient time to protect themselves on any of our wants that 
they may have anticipated. We find that keeping lumber vendors informed 
of our requirements enables us to obtain at good advantage odd or special 
dimension lumber. 
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By studying problems jointly with the vendor from whom we purchase 
glue we have found that it is possible to use vegetable glue on certain oper- 
ations instead of the higher costing animal or hide glue. 

Many of these items mentioned would not have been discovered as soon 
or perhaps at all, if it were not for close cooperation with the people with 
whom we are dealing. 


In our purchases we try to adopt, as nearly as possible, standard ma- 
terials as to dimensions, analyses, and such specifications as threads, etc. This 
makes it possible to operate on lower inventories because standard articles 
are obtainable on shorter notice. 


What Is Included in an Inventory? 


Nearly everything we do in business is either selling or buying ; whether 
it be raw material, labor, capital, equipment, floor space, maintenance work, 
or any other item; and for everything sold there must be a purchaser. This 
may be a broader view point than is generally assumed. So it is with inven- 
tory. Everything we have is inventory, whether it be material, labor, equip- 
ment, floor space, capital, or anything else that means investment of any kind 
is inventory. No detail is too small to study to make sure that it is coordinated 
with all other factors. 


By cooperating with other institutions with which one may be dealing, an 
advantage is gained comparable to that enjoyed by ownership or control. On 
the other hand there is the advantage of smaller units, with more owners 
having a direct interest in the management, which allows closer supervision 
and more direct attention to all the details. 


Another factor in inventory control is location of the source of supply 
so that transportation may not be uncertain. We must be careful not to ex- 
pect the vendors to carry large stocks for us as this would be as expensive in 
the long run as carrying them ourselves, Cooperation with them will reduce 
their and our cost, result in prompt deliveries, and make it possible to oper- 
ate on a minimum of inventory, because of the steady flow of materials re- 
ceived as and when required. This in turn makes it possible to reduce floor 
space very materially. 


The provision of exact floor space essential for the various kinds of 
storage and operations is another good method of inventory control. We do 
this for the various types of containers, racks, trucks, etc., which are used 
throughout the institution. We make it a practice to have only a sufficient 
supply of these devices to take care of our definitely pre-determined schedules 
so that an excess of empty containers indicates shortage of material for filling 
them. A shortage of containers, usually indicates that there is too much of 
this material. 
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Through this kind of cooperation the vendor soon learns that he too can 
cooperate, and this great movement gains strength all along the line. It as. 
sists every one to flatten out his “peaks and valleys.” 

Anyone who has not tried this cannot imagine how appreciative those 
at the source of supply become. It is common to have these people from 
whom we purchase tell us that by virtue of the advantage of receiving our 
orders so far ahead and so regularly, they can plan their work and keep their 
production steady. In consequence, we frequently receive reductions in price 
without pressing for them. 


Ensuring Flexibility in Manufacturing 


The object of buying a machine or equipment is the purchase of a certain 
definite output of some sort. The more definite the specifications, including 
quantity, the more ideal will be the experience with the machine. Due to the 
many changes in products which are influenced by rapid changes in habits, 
fashions, and new ideas, it is necessary to translate the machine as directly 
as possible into the output of the product. Flexibility in manufacturing is 
best obtained by having standard machinery with special jigs and fixtures so 
that the entire investment may not become obsolete, as is usually the case with 
single purpose equipment. 

We find it impractical to equip for a peak load, and make it a practice to 
figure on a nearly average load for our production, We prefer to buy from 
other institutions which have excess capacity for the additional manufacturing 
required until such time as this becomes a steady load with us. In this way 
a great unnecessary burden during any slowing up period of our business is 
somewhat avoided. The plan also tends to flatten out the business cycles, 
thereby helping all other business as well as our own. We cannot prosper by 
ourselves. 

We of course require certain types of steel of a definite analysis and to 
get this particular quality are compelled to purchase in quantities larger than 
our immediate needs. Lumber is an item in which—on account of the neces- 
sity of seasoning—requirements must be anticipated, especially in the jobbing 
end of the business, which in our case is largely church furniture. We must 
carry a sufficient amount of various kinds of seasoned woods to take care of 
reasonable average requirements, based on a careful study of trends of 
churches which are being erected throughout the country. 


Meetings of Department Heads 


Regular meetings and special ones if necessary, with all departments in- 
cluding administrative, sales, finance, and manufacturing divisions are im- 
portant to inventory control. Each department thus becomes familiar with 
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the cause and effect of various transactions in other departments. The re- 
sults are reduction of the number of models, standardization of parts, simpli- 
fication or elimination of unnecessary records, proper use of essential records, 
and assistance in the setting up of intelligent sales programs. 

Those who are chiefly interested in production will find it highly desirable 
to interest other divisions. It is surprising to discover how this interchange of 
ideas and practices helps all divisions of the business. This cannot be accom- 
plished over night for in the past walls may have been built between depart- 
ments which cannot be torn or worn down at once. It must begin with little 
“helps” passed on to the other fellow. This will in time gain his confidence 
and cooperation. In this way even workers apparently remote from each 
other get to know each others problems better. On the other hand, those 
chiefly interested in distribution will benefit by discussing the problems of the 
manufacturing and other divisions, Each will soon find his work easier. 


Multi-operation Employees 


In order not to carry excessive amounts in process, we take pains in the 
development of what we call “swing” operators and keymen. That is, we 
have very few employees who are not able to do several different types of 
operation. Many of them run up to seventeen and twenty. This versatility 
has proved to be a great asset during periods of change in production sched- 
ules whether up or down. It helps to reduce labor cost and labor turnover 
to a minimum. It is a great asset in working on a small inventory. The 
absence of a few operators here and there does not materially affect output 
when you are able to close the gap until positions are refilled by the old or 
new operators. 

To illustrate: during the recent influenza epidemic in the United States 
over a period of approximately four weeks, the absentees in the factory 
amounted to approximately 10 per cent, 20 per cent in some departments. By 
switching or swinging operators to various operations it was possible to have 
the percentage of finished production equal that of the employees present, 
despite the fact that we carry little reserve in process. 

Maintaining an even flow of production by using the storage or ware- 
house space of the customer, especially in seasonable goods, is another im- 
portant factor. We induce the jobber to place orders ahead of time and if 
necessary allow a special discount in the off season or an extension in the 
billing. This must not be done arbitrarily. Careful records and accounting 
must be available to determine the savings effected due to the continuous flow 
of production, and a reasonable discount, or a part of the savings, may by 
this means be passed on to the customer. 


I am thinking particularly of the customer who may have warehouse 
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facilities and normally does his storing close to the start of the peak season 
I think it perfectly legitimate that he use it sooner and get something for the 
use of this space, thereby in turn assisting the manufacturer in giving his 
labor steady employment. We use this plan especially in our school seating 
business, which has its peak sales in the summer. Since in the first months of 
the year we are obliged to store in warehouses, we make special allowances for 
early delivery, From records we figure that those allowances do not cost ys 
anything. They are cheaper than organizing for an excessive peak load in 
the summer. 


Checking Production and Purchasing Schedules 


Our monthly and weekly production schedules are checked daily. This 
is necessary on account of the fact that we are operating on a fairly close in- 
ventory. Our production control manager has charge of purchasing all ma- 
terial and must personally go over the purchase of every article, no matter 
by whom ordered. Our purchasing department is also continuously checking 
schedules from the various vendors against our receipts of the goods, and a 
systematic follow-up notifies them when we require delivery at various inter- 
vals in advance of delivery time. 

The length of runs on various operations has, of course, a direct bearing 
on inventory. We study this to find the economical point. At the same time, 
we bear in mind the possibilities of change in design as well as of defective 
workmanship and the sales schedule. Where long runs are essential, process 
inspection is made more often to avoid the piling up of unusable parts or such 
as may later require repairs or re-operating before use. Short runs and fast 
turnover of materials in process decrease re-operations and scrap and reduce 
inventory. 

The assembly department is the real functional gauge of all parts, and 
therefore the fewer parts in process prior to reaching the assembly depart- 
ment, the less the opportunity for a great number of losses due to any faulty 
manufacture. 


The Ideal Inventory 


The ideal of the manufacturer is to have raw material flow directly 
through process into consumption without any necessity whatsoever for stock 
or storage. Of course that ideal can never be attained. However, the degree 
to which we approach it is the measure of good management. All inventory 
control, <"! refinements of business, all flexibility of ordering points and 
ordering lots are based upon this concept of approaching as nearly as pos- 
sible to a ‘nventory in actual practice—to the elimination of all inven- 
tories other tha work legitimately in process. 

By figuring inventory turnover in terms of time, we find that the articles 
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which we use most can be worked on the closest inventory, whereas those of 
which we require least, frequently are found to be the slowest stock in turn- 
over, I have always found that there is the possibility of reducing every item 
in every particular part of commodity if we study carefully; in short, there 
are always enormous possibilities of reducing items. After we have studied 
carefully each part and operation and have determined what we can do, in- 
side of six months or a year it is time to study everything all over again. 
There will be new possibilities, due to rapid changes in method and material 
in our own plant as well as in the plants of the vendors. The possibilities will 
never stop until we approach closely that zero point mentioned before. Co- 
operation with the people from whom the material comes will help get their 
conditions in better shape, resulting in this steady flow coming to the manu- 
facturer. The whole is a gradual process, one which is not accomplished at 
once, but steadily improving as time goes on. 

Planning, of course, is essential because it makes possible running on the 
lowest possible cost with the best quality and best delivery to the customer. 
That is what we are all seeking. 


First Essential in Business 


No device will ever take the place of management—the first essential in 
business. But there are many plans and tools which management may and 
should use. One of these is an adequate compensation plan comprising incen- 
tives based on results. This reward for performance should be as automatic 
as possible. 

The principal features of the White Sewing Machine Corporation plan 
for coordinating purchasing and inventory control are: 


1. Scheduling requirements agreed upon by the sales, manufacturing, 
and administrative divisions. 


2. Cooperating with the vendor in simplification, standardization, and 
deliveries. 


. Planning layout. 

. Maintaining flexibility in manufacturing. 
Allowing seasonal discounts. 

Inspecting work in process. 


NA fw 


. Determining economical runs. 


These features are facilitated by the frequent meetings of sales, produc- 
tion, and administrative department heads who by this means are better able 
to contribute their experience and judgment for the betterment of the business. 
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The High Cost of “Politics” in Business 

The playing of politics between people 
who are ostensibly working for the inter- 
ests of the same company usually has its 
genesis in the activities of a single indi- 
vidual prompted by cupidity or an un- 
reasonable ambition. Sometimes even re- 
ligion is found to be a motive. Many ex- 
periences are given which are said to be not 
at all exceptional. In fact, those business 
organizations in which factional differences 
and political scheming are not causing ex- 
pensive demoralization are a small minor- 
ity. It is hoped that business analysts and 
economists will turn their attention to this 
subject and inform business management 
as to its amazing losses from this cause. 
By James True. Sales Management, July 
13, 1929, p. 57:3. 


Is a Man’s Job His Life? 


There are four fundamental satisfactions 
which we seek from life: 


1. Some measure of security ; 

2. Some measure of recognition for what 
we are and have done; 

3. Some measure of adventure, either in 
our lives or vicariously in the lives of 
others ; 

4. Some measure of affectionate response 

or friendship. 

In the hands of our leaders in industry 
lies the power to create situations in which 
all their workmen will have a chance to 
secure in their work a measure of satisfac- 
tion for these deep-seated needs. 

It has been generally assumed that only 
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the unemployed suffer as a result of the 
irregularities of employment. We are be- 
coming more familiar each day with the 
fact that when large numbers of our peo- 
ple are unemployed it reacts all the way 
down the line. Private industry should 
recognize its responsibility in the stabifi- 
zation of employment within the industry. 

A scientific program of increases in sal- 
ary, or recognition of services rendered and 
a sound promotion plan for employees will 
go a long way in meeting the fundamental 
need for some recognition of what a man 
is and what he has done. Where the nature 
of the job is such that the creative urge 
cannot be satisfied, the employer may assist 
the individual to get his satisfactions in his 
leisure time and through other major in- 
terests such as his family life, his recrea- 
tion, his union or secret society, or in his 
religious life. 

Insight and understanding of the emo- 
tional drives are necessary in handling men 
in business and factories. Through mental 
hygiene in industry men’s major interests 
and needs can be met, and the result will be 
happiness and profit for all concerned. By 
Ralph C. Hamill, M.D. Factory and In- 
dustrial Management, July, 1929, p. 41:3. 


Even the Big Can’t Stand Alone 
No merger in any industry can achieve 
its objects if the industry is disorganized 
or unstable or if the relations between the 
big units and their competitors are un- 
sound. 
A close investigation of 35 big corpora- 
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tions formed by mergers prior to 1903 
shows that in only 13 did the average 
earnings in the following ten years ex- 
ceed the previous aggregate earnings of the 
units which were combined. Guided by 
what has been learned from their experi- 
ences, the young corporate giants of today 
will probably grow up to be a healthier and 
more effective lot. 

Straight-spoken business men and trade 
association executives agree that the mer- 
ger is all right. The big corporations have 
assumed their rightful places in their fields 
with dignity and decorum. They are co- 
operating with the other elements in the 
industry. They are supporting the trade 
associations. They are doing their share 
in cleaning up undesirable trade practices. 
By O. H. Cheney. Nation’s Business, July, 
1929, p. 15:6. 


Do We Executives Earn Our Pay? 

When a workman drops a tool into a 
costly machine, the foreman turns him 
out; when an executive makes a costly 
error, he looks wise and explains the re- 
sults of his disastrous judgment by charg- 
ing them to “unprecedented competitive 
conditions” or “the unusually demoralized 
state of general distribution,” and his alibi 
will be accepted. 

For years the giving of concessions to 
mass buyers has done more than anything 
else to demoralize the distribution of goods 
and create losses. Although the economic 
principle involved is simple in its appli- 
cation, it has been violated year after year 


by a number of high-salaried executives. 
Reciprocity buying is another of the evils 
to which executives who are paid to pro- 
tect their companies against false policies 
too often fall prey. 

With adequate manufacturing facilities, 
fair regularity of operation, excellent fac- 
tory management, and intelligent and alert 
salesmen; failure to earn a satisfactory re- 
turn on capital invested is chargeable to 
unintelligent executive management. Soon 
boards of directors, prodded by curious and 
impatient stockholders, are going to dis- 
card all alibis and insist upon knowing the 
actual facts. When that time comes, a 
large number of executive chairs at and 
near the top of the ladder will be vacant 
temporarily, and as many high-priced ex- 
ecutives will be looking for jobs. The re- 
maining executives will be struggling to 
maintain their footing by doing a lot of 
hard, logical thinking, and by taking pains 
to earn their salaries. By C. D. Garret- 
son. Nation’s Business, July, 1929, p. 19:4. 


Les Principes et les Méthodes du 
Taylorisme 

The four major principles of Taylorism 
together with their present day applications 
are set forth in some detail. The various 
criticisms which have been raised against 
these principles both by workers and manu- 
facturers are then reviewed and in turn 
refuted. Especial emphasis is laid upon the 
applicability of Taylorism to French indus- 
try. By Jean G. Milhaud. Mon Bureau, 
March, 1929, p. 105:2. 


FINANCIAL MANAGEMENT 


Why Commodity Exchanges? 

Organized commodity exchanges are the 
enemies of monopoly and the stabilizers of 
price; they make for safety and stability 
of investments and lower the cost of dis- 
tribution. The flour miller, the cotton 
spinner, the sugar refiner, the coffee mer- 
chant, the large users of rubber and cocoa, 


are all able to work on a narrower margin 
when they keep their business hedged on 
the organized exchange. Part of this sav- 
ing goes to the producer, part to the con- 
sumer. 

It is obvious, therefore, that the con- 
sumer and producer, who appear to be 
merely passive, are in reality direct and 
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substantial beneficiaries of the organized 
commodity exchanges. The active manu- 
facturers and distributors are likewise 
beneficiaries because they can protect their 
profits, limit their losses, and safeguard 
their credit. By Professor James E. 
Boyle. Commerce and Finance, July 17, 
1929, p. 1546:2. 


Links Investment Trusts 


Announcement of the formation of the 
Financial Research Association, Inc., to 
organize, control and furnish management 
for a group of international investment 
trusts introduces for the first time the chain 
store principle into the field of investment 
trusts. 

Administrative offices of the various units 
comprising the group of investment trusts 
will be located in the various financial cen- 
ters of the United States, and branches will 
be opened in Europe and Canada. Each 
of the individual trusts to be organized 
will be identical in capital structure, divi- 
dend policy and other details and will have 
the same investment policy. 

Their portfolios will be supervised by the 
Financial Research Association, Inc., with 
all purchases and sales for the account of 
each trust made by the parent organization 
subject to the approval of the directors of 
the trust units. The New York Times, 
July 8, 1929. 


Are Common Stocks Desirable? 


An investment should hold out the hope, 
at least, of (1) safety of principal, (2) 
possible appreciation of principal, (3) de- 
pendable income, and (4) ready market- 
ability. Of fifty-two important industrial 
companies organized before and after 1899, 
the common stocks of only sixteen have 
met satisfactorily all the tests of a desir- 
able investment. 

Among the factors that make manage- 
ment all-important are: (1) country-wide 
and sometimes foreign competition; (2) 
possible gain or loss in the value of in- 
ventories; (3) possibility of wide fluctua- 
tions in earnings. 
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Price fluctuations of common stocks are 
wide enough to be disquieting from the in- 
vestor’s point of view, and the Prevailing 
theory that common stocks are always the 
best investment is subject to important 
qualifications. By William L. Raymond, 
Barron’s, June 24, 1929, p. 3:2. 


Accounting from the Management 
Viewpoint 

Accounting, if it is to be of more than 
very limited value to management, must be 
able to forecast business results with accu- 
racy. It must provide information which 
will assist in effective business planning, 
give adequate control over results, and fur- 
nish significant causes for variation be 
tween plans and accomplishment. The tools 
of such accounting consist of: budgets, cost 
information, expense data, internal and ex- 
ternal statistical data, standards, research, 
evaluation and interpretation of financial 
and operating statements and of the sta- 
tistics both of the business itself and of 
external conditions. By Monard V. Hayes. 
N. A.C. A. Bulletin, July 1, 1929, 11 pages, 


Realized Income 

The most widely enunciated principle of 
income determination is that income is real- 
ized as the result of the sale of commodi- 
ties or services. Mr. Heilman believes that 
the sale has been too generally accepted as 
the test of income, and that too much ac- 
counting support has been lent to the feel- 
ing of salesmen and sales departments that 
they are the only income producing units 
of the organization and are supporting the 
payrolls of the other departments. He pre- 
sents further evidence that: 

1. While the sale is an adequate test of 
realized income in a large percentage of 
business conditions, the one-sided viewpoint 
that it is the sole income determinant must — 
be denied ; 

2. That no single test can well satisfy all 
the varying conditions of production, sale, 
and credit service which are found in busi- 
ness practice; 
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3, That there is in fact no high degree 
of uniformity in the application of the sale 
test ; 

4, That in actual practice other tests are 
quite well recognized and are bound to 
receive more support ; 

5. That while the sale need not be re- 
fused because it is not the most conserva- 
tive principle possible, neither can other 
tests be called unconservative because they 
are less conservative than the sale; and 
finally, 

6. That proper accounting treatment of 
the income problem must take cognizance 
of the differences in business methods and 
operations and admit new treatments of the 
problems which may promise to give more 
accurate accounting and business results. 
By E. A. Heilman. The Accounting Re- 
view, June, 1929, p. 80:8. 


Deflate the Investment Market! 

The suggestion that the Federal Reserve 
rediscount rate should be reduced to make 
money artificially easy in order that a busi- 
ness recession be averted is fraught with 
the greatest danger. Present high interest 
rates reflect an actual condition not in the 
least artificial except as it is the result of 
unnatural and unhealthy credit and invest- 
ment conditions. . 

The proper readjustment of the present 
situation is not going to come about by 
the discovery of some magic source of 
credit nor by the further expansion of re- 
serve credit. It is entirely a matter of 
maladjustment in bank resources. If the 
banks will recognize the necessity of re- 
ducing their investment account and ex- 
panding their loan account, the following 
results should be achieved: 1. Loans “for 
others” will gradually decline in volume 
and assume their former inconsequential 
position. 2. Bank deposits will increase. 
3. The banks will regain control of the 
money market. 4. The investment market 
will come into its own at a level attractive 
to investors. 

Until such time as there is a reasonable 


relationship established between current in- 
terest rates and the rate of return on in- 
vestment securities, the credit problem will 
be with us. By Sheldon Sinclair Wells. 
Barron’s, July 8, 1929, p. 5:1. 


Investment Abroad 

It is interesting to note that the agitation 
in Britain over the advent of American 
capital into British industry has entirely 
subsided under the matter-of-fact discussion 
of practical British business men. As these 
men point out, if British industry can 
afford to pay a reasonable rate for the use 
of American capital and show a balance 
over and above the wealth created, it would 
be foolish to refuse the offer of such cap- 
ital. The beneficiaries are the British con- 
sumers, the British exporters, and the Brit- 
ish wage-earners. London has always been 
a free market for international capital, and 
any change in a policy which has stood the 
test of centuries would be almost suicidal. 

Up to the beginning of this century the 
American people themselves used foreign 
capital extensively. They borrowed them- 
selves rich! Practically the entire Ameri- 
can railroad system was built on foreign 
capital. Even in 1901, part of the capital 
of the United States Steel Corporation was 
raised in London. The American people 
were the beneficiaries. The Editor. Bar- 
ron’s, July 8, 1929, p. 14. 


A Study of the Methods of Accounting 
for No Par Stock in the Public 
Utilities 

An analysis of four hundred corporation 
statements with their six hundred and four- 
teen no par issues resulted in the follow- 
ing conclusions : 

1. No par stocks are rapidly replacing 
par stocks in the utility fields. 

2. As a whole, the different bases of stat- 
ing no par values on corporation state- 
ments are as follows, in order of use: (a) 
“paid in or equivalent” values, (b) stated 
values, (c) net worth as of the date of 
the financial statement, (d) net worth as 
of the date of the issue of the stock, (e) 
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liquidation values (for preference stocks 
only). 

3. Generally surplus arising from reval- 
uations is not included in the capital stock 
value as stated, but is presented under a 
separate surplus account in the statement. 

4. Many subsidiary company stocks are 
valued at net worth as of the date of the 
issue of the securities. In many such cases, 
such net worth is unrealized, as it merely 
represents the write-up due to reappraisals 
and refinancings. 

5. The use of liquidation value as a 
means of stating the valuation of prefer- 
ence shares is not used to any large extent 
in the utility groups. 

6. The use of aggregate values is appar- 
ently favored by the executives of the 
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larger organizations, which are holding 
corporations or large operation companies 
resulting from mergers, absorptions, and 50 
on. 

7. As a whole the fundamental account. 
ing principles of stock valuations appear 
to be fairly well observed, with a few 
rather glaring exceptions. 

8. The reasons for the specific basis of 
valuation used vary to a large degree de. 
pending upon the corporation’s financial 
plan, its financial condition, and the legal 
restrictions upon it, rather than upon theo- 
retical principles of proper accounting and 
financial procedure. Studies in No Par 
Stock, No. 2, Bureau of Business Service, 
Ohio Wesleyan University, May, 1929, 25 
pages. 


Organization: Job Analysis, Employment, Pay, Tests 


Measuring Abstract Intelligence in 
Personnel Work 

In arriving at a judgment as to the rela- 
tive weight to be given tests of abstract 
intelligence when used in a battery of tests, 
consideration should be given to the follow- 
ing factors: 

1. The intellectual requirements for the 
successful performance of the duties of the 
position to be filled. 

2. The precision with which the other 
tests used in a battery measure traits, apti- 
tudes, and skills. 

3. The extent to which the other tests 
used measure abstract intelligence directly 
or indirectly. 

There is coming to be fairly wide recog- 
nition of the fact that for most occupations 
there are minimum, maximum, and opti- 
mum levels of intellectual ability making 
for success and contentment. Yet the levels 
for only a few occupational groups are at 
all definitely known. The personnel ad- 
ministrator should make use of the exist- 
ing knowledge in this field, he should share 


with his colleagues whatever additional in- 
formation he works out himself, and he 
should go out of his way to cooperate in 
increasing the general body of knowledge. 
After presenting a discussion of the vari- 
ous tests available and their applicability to 
employment work, the staff of the Bureau 
of Public Personnel expresses the opinion 
that the cosmopolitan character of the 
group upon which the norms for the Army 
Alpha Intelligence Tests are based makes 
them particularly desirable for most pub- 
lic and private employment work. In the 
opinion of this group a relative weight of 
not less than one to ten, and at times of 
six, seven, or even eight to ten, should be 
given to abstract intelligence when it- 
cluded in a battery of tests. Public Per- 
sonnel Studies, June, 1929, p. 69:24. 


We Don’t Hire Clerks; We Promote 
Them 


Faced with the increasing difficulties of 
the office boy problem and the perennial 
need for competent female clerks, the Har- 
ris Trust and Savings Bank hit upon the 
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plan of employing girls as pages and train- 
ing them for promotion to clerical posi- 
tions. ° 

They select girls who have had two years 
of high school and who are 15 years old, 
thus insuring mental alertness, a longer 
term of service, and manual dexterity in 
the girls employed. The training program 
is so arranged that by her seventeenth 
birthday the girl page becomes a junior 
clerical worker. 

So satisfactory is this plan that a similar 
one for recruiting stenographers has been 
instituted. The best graduates of the high 
school stenographic courses are inter- 
viewed. Those selected are employed with 
the understanding that the first two weeks 
are a try out. After a short training period 
a girl is placed in the central stenographic 
department and receives a salary increase. 
Within a year after her employment she is 
earning $110 to $115 per month. 

The plan has opened up a whole new 
source of supply. It has simplified tre- 
mendously the whole problem of obtaining 
good stenographers, and it has yielded 
many competent secretaries for officers and 
department heads. By W. R. Bimson. 
System, July, 1929, p. 23:3. 


“Someone with a Good Personality” 


A survey conducted by Mr. Norman H. 
Abbott of Boston University to determine 
the essential traits or qualities of a good 
personality revealed the fact that in the 
estimation of the 266 persons interested in 
personnel who replied, 144 placed initiative 
first in importance. Integrity and intelli- 
gence ranked second and third with 116 
and 98 votes respectively. Courtesy and 
concentration ranked low. By Harold T. 
Young. Office Economist, June-July, 1929, 
p. 3:4. 


Knowing Men Is Keystone of Manage- 
ment 

Mr. A. O. Kauffmann, President of the 

Link Belt Company says, “No matter what 

position we hold, workman, foreman, su- 

perintendent, manager, president, or what 


not, let us fail to give or to make good 
products, then see how quickly we'll be 
called to account for our work by the buy- 
ing public.” 

The object of being in business is to 
make profits, and the index of success is 
the ratio of profits actually earned to the 
real profit-making possibilities of the busi- 
ness. Having determined what the profit- 
making possibilities are, the next step is 
to ascertain what the causes are that con- 
tribute to failure to realize these potential 
profits. Low “customer turnover” is a 
major factor in earning adequate profits. 
Keeping customers satisfied with price, 
quality, and delivery is the secret of low 
customer turnover. 

There may be all kinds of trends in in- 
dustry, but what will always be needed is 
men to do things. Men are not such cer- 
tain quantities as money, materials, and 
machinery. A machine will do a known 
quantity of work in a known time; a man 
will do such work as he is willing and 
capable of doing. 

Men, the most important factors in the 
conduct of any business, grow by having 
responsibility laid upon them. Welfare 
work, bonuses, and schemes of profit shar- 
ing may be helpful; but most important is 
the encouragement which management 
gives the workers. Let them know that 
they have a chance to get ahead and that 
their chance lies in themselves. By Alfred 
Kauffmann. The Iron Age, July 11, 1929, 
p. 81:2. 


Where the Quality of Office Work 
Comes First 


The office organization of Marshall Field 
and Company includes about 1,000 employ- 
ees throughout the year and 1,500 during 
the busy seasons. Asked why a smaller 
force is not kept the year around, Mr. R. G. 
Pritchard, manager of the counting room 
organization, said: 

“We don’t want our people working fran- 
tically, trying to keep up with an over- 
whelming flood of work. They can’t do 
good work that way. So we maintain a 
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force that permits them to keep busy on 
busy days, and to take it a bit easy on 
slack days. Then when June and Decem- 
ber come, those people have reserve en- 
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ergy to apply to the job. And they saij 
through it, without materially increasing 
the number of errors.” System, July, 1929 
p. 34:1. 


Benefit Systems and Incentives: Pensions, Profit-Sharing, Suggestions, 


Vacations, Stock Ownership 


They Prosper By Making the Company 
Prosper 


Important executives of Standard Oil 
Company of New Jersey are now to receive 
extra compensation for their work in mak- 
ing the company profitable. 

The new plan provides that one-twentieth 
of all earnings in excess of seven per cent 
on the net assets shall be put into a special 
compensation fund for executives. Out 
of this fund, not to exceed one-fifth of one 
per cent of the net assets may be distrib- 
uted, the excess being retained in the fund 
for distribution in subsequent years. 

Not more than one-half of the amount 
distributed may go to members of the 
Board of Directors, all of whom are em- 
ployees of the company and devote all their 
earning power to the company. 

Awards of special compensation from 
the fund are to be made by the executive 
committee of the Board according to the 
relative value of each man’s contribution 
to the success of the company as deter- 
mined by the committee. 


The profit-sharing system covers a period 
of five years. Industrial Executive, June, 
1929, p. 206:1. 


Postal Pension Benefit Plan 


A plan providing pensions for Postal 
Telegraph employees, as well as disability 
and death benefits, which has been approved 
by the Board of Directors of the Postal 
Company, became operative as of July first. 
It provides that male employees of Postal 
may be retired after they have reached the 
age of 60, while women employees may be 
pensioned at any time after they are 55. 
On their own request, male employees may 
be pensioned after they become 65 years 


old, and women employees after they are 
60. 

The retirement pension is payable month- 
ly during the life of the retired employee 
and amounts annually to one and one-half 
per cent of his average annual pay during 
his term of service, multiplied by the num- 
ber of years of service. 

Employees injured in employment are 
entitled to full pay during the first thirteen 
weeks of disability. For partial disability, 
the difference between full pay and the 
wages which, in the judgment of the com- 
mittee in charge of the plan, the employee 
is capable of earning is allowed. Half pay 
is allowed after the first thirteen weeks, 
Reasonable medical, surgical, or other at- 
tendance and treatment, including hospital 
and nurse service, is provided. 

Dependents of employees who have 
worked for Postal for two years or more, 
and whose deaths occur from causes other 
than accident while at work, will receive 
$500, and if the term of service was ten 
years or more, a monthly pension during 
the period of dependency, when this .does 
not exceed one-third of the employee's 
term of service. International System 
News, July, 1929, p. 1:2. 


New Stock Plan for Employees 
The International Telephone and Tele- 
graph Corporation has announced to all 
employees a new stock participation plan. 
Each individual on the payrolls on July 
1, 1929, will be entitled to subscribe for one 
share for each $300 portion of his annual 
salaty at a price of $50 per share. Pay- 


ments on subscriptions, which are limited to 
100 shares to any one employee, will be 











mth- 
oyee 
half 
ring 
1um- 


are 
rteen 
ility, 
the 


loyee 
' pay 
eeks, 
r at- 
spital 


have 
nore, 
other 
ceive 
; ten 
uring 


yyee’s 
stem 


S 
Tele- 
0 all 
plan. 
July 
r one 
nnual 
Pay- 
ed to 
Il be 








THE MANAGEMENT INDEX 271 


made by deduction from the payrolls at a 
rate which will complete the purchases in 
approximately two years. 

Dividends and rights accruing on the 
stock during the payment period will be 
credited to the employees’ accounts, and in 
addition, the company undertakes to make, 
during such times as the dividends on the 


Training and Education: Schools, 


How We Get Sales Pep Into Our 
Routine Office Work 

With mass production of office work, 
with offices where the work is far more 
like that of a factory than it is like that 
of a small company’s office, management 
must invent ways to compensate for the 
inevitable loss of individuality and the fine 
enthusiasm that comes with a sense of in- 
dividual importance. 

There are two general approaches to this 
problem. One is through scientific office 
management. The other is through the 
spiritual uplift, the stimulation of the em- 
ployee’s knowledge and individual enthu- 
siasm that should be, but seldom is, self- 
starting. 


stock under subscription shall not amount 
to 6 per cent per annum on the purchase 
price, such contributions as may be neces- 
sary to the end that the sum of such divi- 
dends and the contributions shall equal 6 
per cent per annum on the purchase price. 
International System News, July, 1929, p. 
ot. 


Libraries, Employee Publications 


A Friday Evening Club, a Better Letters 
Club, and a course for supervisors have 
furnished this uplift in the office organi- 
zation of Montgomery Ward and Company. 
The lectures and discussions of these 
groups have stimulated a desire for more 
information which has expressed itself in 
a demand for books on business, and has 
shown more tangible results in the higher 
rate of promotion for the members of the 
study groups. Where a normal experience 
would have shown about 5 men out of 46 
qualifying for promotion in 11 months, 26 
out of the 46 who took the first course 
have been promoted in that length of time. 
By E. H. Westland. System, July, 1929, 
p. 19:5. 


PRODUCTION MANAGEMENT 


General: Promotion, Organization, Policy, Development 


Wasting $1,000 to Save $100 

A fairly even load is the most vital 
single factor in economical production. A 
plant running overtime and behind in its 
orders may give the appearance of pros- 
perity, but it by no means follows that 
it is making money. Under such conditions 
many factors are involved which, in the 
excitement, are pushed into the background 
and disregarded, proper maintenance is 


practically impossible, and the depreciation 
goes up accordingly. Physical tire reduces 
the individual output but does not reduce 


the overtime rate of pay. The quality of 
the output is seldom up to standard, for 
the experienced hands are tired and it is 
necessary to force in half-trained new 
hands. 

All told, a period of slack work is seldom 
so costly as a rush period. The first is 
accomplished by rigid economies, while 
the latter is liable to develop into an orgy 
of senseless spending. 

Low cost of production follows not on 
a mass of unselected orders, mere tonnage; 
but on building up an even flow of orders 
sufficient to supply the maximum needs of 
the most economical units of manufacture. 
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A slack machine loses money, but so does 
an overloaded one. 

Where the forecast-sales system of oper- 
ation is used, it is possible to supply the 
sales division with figures which give the 
quantity of each class of goods which can 
be produced most economically in the plant 
as it exists. On the sales forecast the 
manufacturing division can estimate its 
costs with a degree of accuracy impossible 
under any other method of working. By 
Clifford Clay. Confectioners Journal, July, 
1929, p. 67 :3. 


*Ware That Extra Department 

The directors of a giant concern can- 
not keep their thumbs on the work of large 
auxiliary departments as well as on that 
of the production and selling ends of the 
business. The result is that auxiliaries 
are rarely run with extreme care and are 
often unnecessarily expensive. Where the 
work which they do can be bought from 
outside firms within seven per cent of what 
it costs to produce it in the factory, money 
may be saved, in interest on capital and 


Industrial Economics: Labor and 


Immigration 


Growing Acceptance of Five-Day Week 
in Several Trades Reported 

A survey recently made by the Bureau of 
Labor Statistics indicates a rapid increase 
in the acceptance by certain industries of 
the principle of the five-day week. The 
men’s clothing industry shows the largest 
number of establishments and employees 
working under a regular five-day week 
schedule. In this industry 53 per cent of 
the establishments and 33 per cent of the 
workers employed had a five-day week in 
1928, an increase of 4 per cent over the 
number of establishments and 0.7 per cent 
over the number of workers with a five-day 
week in 1926. 

The automobile industry, in which in 
1925 only 1.5 per cent of the employees 
were working a regular five-day week, re- 
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upkeep charges, by elimination of such 
departments. 

The small firm whose business is grow. 
ing rapidly will be well advised to watch 
its auxiliary departments and to insist that 
they be few and small. Business, June, 
1929, p. 317:2. 


Changing Status of Aviation 
There are indications that the aviation 
industry is ready to pass from its present 
hodge-podge condition to the corrective 
stage. The elimination of the smaller 


companies will be gradual and accom- 
panied, probably, by cut-throat competi- 
tion, since their capital resources are in 
most cases excessive and their life corre- 
spondingly long. 

It will be necessary for American ex- 
porters to meet the competition of European 
producers by establishing channels of dis- 
tribution before it is too late. The ex- 
perience of France and Germany shows 
that foreign markets develop after the 
establishment of air lines. By George S. 
Dively. Barron’s, July 22, 1929, p. 3:2. 


Capital, Legislation, Wage Theory, 


ported approximately 30 per cent working 
on that basis in 1928. The percentage of 
workers in the organized building trades 
on a regular five-day week schedule in- 
creased from 6.6 per cent in 1926 to 146 
per cent in May, 1928; lathers, painters, 
and plasterers being especially affected. The 
Bureau reports marked extension of the 
five-day week in the building industry 
since that time. Domestic Commerce, July 
1, 1929, p. 4:1. 


Factors Influencing the Collection of 
Wage Data 

A method of collecting wage data which 

would make such data more helpful in 

connection with wage policies than the 

customary collections had been was the 

purpose of a study undertaken by the In- 
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dustrial Research Department of the Uni- 
versity of Pennsylvania in co-operation 
with the Metal Manufacturers’ Associa- 
tion of Philadelphia. 

Actual earnings and actual time worked 
by employees of fourteen plants in four 
standard machine tool occupations over a 
period of two years form the basis of the 
survey. The operations included were: 
Drill Press operating, Milling Machine op- 
erating, Turret and Lathe and Screw Ma- 
chine operating, and Engine Lathe oper-. 
ating. In addition to information of earn- 
ings and working time, there was also col- 
lected information as to length of service, 
age, training, and grade of workers. 

It was found that long service employees 
do not predominate in the metal industry in 
Philadelphia. In spite of wide variation 
between plants in this matter, approxi- 
mately 40 per cent of the men had ser- 
vice records of less than one year, and 
about 75 per cent had been in their re- 
spective plants under five years. The av- 
erage for these men was found to be about 
33 years. Data regarding training was un- 
satisfactory since in more than half of all 
cases no records on this matter were avail- 
able, and the grading of workers likewise 
was unreliable since there was no stand- 
ard procedure for all plants and many of 
the men graded had left the service be- 
fore the grading was done. 

Important among the conclusions of this 
study are: 


1. Earnings tend to vary directly with 
length of service. This tendency is so 
strong that collection, analysis and com- 
parison of wage data designed as an aid 
to wage policies cannot disregard the 
length-of-service factor. 

2. Wage data should be collected with 
definite regard to working time in its va- 
rious aspects, for only when this factor is 
regarded can comparisons for purposes of 
wage policy result in valid conclusions. 

3. The relation between training and 
average hourly earnings is not nearly so 
direct as that found between length of 
service and earnings. 


4. The relation between age and average 
hourly earnings is not nearly so direct 
as between length of service and earnings. 

Certain by-products of these conclusions 
are likewise illuminating. It is shown that 
an average hourly earning for an occupa- 
tion as a whole is an entirely unsatisfac- 
tory and unreliable figure for the purposes 
for which it is compiled. Since such an 
average is too high for the ordinary run 
of new men and too low for the more 
experienced men, it is of no use in con- 
nection with starting rates. In the con- 
struction and execution of sound wage 
policies length of service is an important 
point and cannot be disregarded. 


The study also shows that in making 
wage comparisons, actual working time 
must form the basis of computations since 
there is a more distinct tendency to a 
single predominating average weekly earn- 
ing than to a single predominating average 
hourly earning. There is some indication 
that the week may be the more important 
unit of time by which to make compari- 
sons for purposes of wage policy. By 
H. La Rue Frain. 45 pages. 


Why Prosperity Keeps Up 
The President’s Committee on Recent 
Economic Changes finds ten developments 
outstandingly characteristic of the years 
between 1922 and 1929 in this country: 


1. Acceleration rather than structural 
change of industry; 

2. Uneven distribution (geographically 
and industrially) of this acceleration ; 

3. The rise in the use of power in in- 
dustrial enterprise, on the farm, and 
in the home; 

4. The application on abroad scale of 
the principles of high wages and low 
costs as a policy of enlightened indus- 
trial practice in a period of stationary 
costs of living; 

5. The breadth of sources from which 
capital and credit have been available 
and the quickening method of their 
use; 











274 


6. Marked increase in the physical vol- 
ume of production; 

7. The new importance of the con- 
sumer’s choosing; 

8. Increased leisure; 

9. Growth of service industries; 

10. Proof of the economic theory that 
wants are almost insatiable. The Sur- 
vey, June 1, 1929, p. 279.2. 


Laid Off at Forty 

“Laid off at forty” is not a phrase to be 
treated lightly. Industrial group insur- 
ance, industrial pension systems, promo- 
tion from the ranks, the implications of 
skill and speed, all militate against the 
older worker, particularly when he is seek- 
ing a new job; they are largely responsible 
for the gradually growing firing line, in 
addition to the already prevalent hiring 
line. Meanwhile technological unemploy- 
ment, the drift to the cities, and the length- 
ening life-span have tended to increase 
the total impact of unemployment, and 
make the process of discrimination more 
frequent and more acute. If things con- 
tinue as they are going, we are headed 
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for ever greater technical efficiency at an 
ever greater human cost. 

Unemployment can be checked, if not 
altogether eliminated, by: (1) The collec. 
tion and maintenance of dependable unem- 
ployment statistics to state the problem: 
(2) a reliable system of labor exchanges: 
(3) an intelligent program for the con- 
struction of public works to absorb a part 
at least of the labor surplus; (4) a sys. 
tem of unemployment insurance; (5) the 
gradual reduction of hours of labor to 
equalize technical improvements. 

Discrimination against the older worker 
can be drastically modified by a state sys- 
tem of old-age pensions, which will take 
away the need of the employer to establish 
dead lines because of his own pension or 
group insurance costs. Secondly, we need 
a careful, nation-wide study of jobs, con- 
ducted primarily to determine what posi- 
tions the older man is capable of filling as 
well, or better, than the younger man. 
Much of the present discrimination is ar- 
bitrary, stupid, and criminally foolish. By 
Stuart Chase. Harpers’ Magazine, Aug- 
ust, 1929, p. 340:8. 


Employee Service: Hygiene, Recreation, Lunch Rooms, Stores, Safety 


Eyes and Irritability 

The medical profession has long known 
that irritability and at times irascibility in 
workmen may often be directly traced to 
easily corrected eye defects, and that work- 
men frequently suffer bodily fatigue out 
of all proportion to the amount of physi- 
cal labor performed in a given period of 
time simply because delicate muscles of 
the eye are kept under constant tension 
in holding the eye adjusted for long, heavy 
loads of close work. 

In some instances, the workman may be 
facing a glaring light, such as the naked 
filament of an electric lamp, or he may be 
directly facing a window, the glare from 
which irritates his retina until it makes 
him almost as mad as the animal in the 
bull ring when the red flag is flung in 
front of it. 


Many a workman having daily and week- 
ly manifestations of increasing fatigue may 
have his symptoms disappear by wisely ap- 
plying present-day medical knowledge of 
the cause. By having the fault corrected, 
he may still keep at the same job and 
the same kind of work, with the fatigue 
and discomfort rapidly disappearing. By 
B. Franklin Royer. Industrial Executive, 
June, 1929. p. 203 :1. 


Education Favored as Means to Reduce 
Annual Total of Industrial Accidents 
Faulty instruction is responsible for 30 
per cent of all accidents, inattention for 
22 per cent, unsafe practices for 14 per 
cent, poor discipline for 12 per cent, in 
competency of employee for 8 per cent, 
physical unfitness for 3 per cent, mental 
unfitness for 1 per cent, and m i 
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hazards for 10 per cent, according to the 
Secretary of Labor, James J. Davis. 

Restrictive immigration has done much 
to help in the reduction of industrial ac- 
cidents. Other agencies which have as- 
sisted and should continue their safety cam- 
paigns are: schools, civic associations, 
chambers of commerce, trade unions, and 
industries through co-operation with the 
National Safety Council. United States 
Daily, Monday, July 8, 1929, p. 1:2. 


Progress in Industrial Medical Care 
As a result of a survey conducted by 
a large coal mining company which em- 
ploys from ten to fourteen thousand 
miners in widely separated communities 
in four states, a medical department was 


organized in charge of a full-time medical 
director. The field was divided into “Medi- 


Training and Education: Schools, 
Publications, Bulletin Boards 


C. W. Nash to College Men: Get Your 
Hands Dirty 

Most of the discussion about the college 
man’s qualifications seems to center around 
the general thought that a college grad- 
uate must go into one of the learned pro- 
fessions or enter business on the white 
collar side. However, the president of the 
Nash Motors Company insists that the 
college graduate coming into his firm start 
in the factory. He is then put through 
the whole works and subjected to all the 


cal Units” with at least one physician and 
a health nurse in attendance at each. 

Under the rules of the company, each 
employee agrees at the time of his em- 
ployment to pay for health service. One 
dollar a month is collected from single 
men and $1.50 from married men. The 
company meets whatever deficit may occur 
at the end of the year. Generally, no 
charge is made for drugs, dressings, or 
similar materials, though in some instances 
an employee may have to pay for part or 
all of a special prescription. 

Where necessary dentists are also em- 
ployed who are under contract with the 
company to adhere to established fees, ex- 
tract deciduous teeth free of charge, and 
perform all ordinary maintenance work for 
children under fifteen years of age at half 
price. The Service Letter on Industrial 
Relations, July 5, 1929, p. 1:3. 


Libraries, Apprenticeship, Employee 


regular rules and customs, in the mean- 
time being watched for any sign of adapt- 
ability that he may have. This watching 
is made easy through the small unit sys- 
tem under which the company operates. 
After all, it may be the man with gram- 
mar school training who is the potential 
genius. Educated men are needed in in- 
dustry, and getting them there is going 
to be good both for them and for industry. 
An interview by G. A. Nichols with C. W. 
Nash. Printers’ Ink, July 18, 1929, p. 33:4. 


Benefit Systems and Incentives: Group Insurance, Pensions, Vacations, 
Profit-Sharing, Wage Plans, Suggestions, Stock Ownership 


Wage Incentives for Direct Labor 

The essential characteristics of any ex- 
tra financial incentive plan are: 

1. It should be just to both employer 
and employee, 

2. It should have a standardized high 
task and a generous reward, 

3. It should be unrestricted as to 
amount of earning, 


4. It should be reasonably simple for 
an employee to figure, 

5. It should be flexible, 

6. It should be an aid to team work, 

7. It should have employee support, 

8. It should have full managerial sup- 
port, 

9, It should not be used temporarily. 

A mode of comparing plans with ideals 
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is provided by a chart which will indicate 
the two variables between which all earn- 
ing arrangements are fixed; that is, the 
amount of production and the amount of 
earning. Ten plans which survive analysis 
are presented together with the formulas 
necessary as a preparation for the analysis. 
By Charles W. Lytle. Mechanical Engi- 
neering, July, 1929, p. 493 :10. 


Employee Savings Plans 

These plans fall into several groups 
which differ in purpose and detail. A num- 
ber of them are solely for the purpose of 
encouraging savings and therefore entail 
no financial responsibility so far as the 
company is concerned. Other plans not 
only encourage, but actually aid savings by 
making contributions to the various sav- 
ings funds. Still other plans involve stock 
ownership, profit sharing, building and loan 
associations, the purchase of investment 
certificates, credit unions, pensions, and mu- 
tual aid associations. Most of these 
schemes are operated on the installment 
payment plan. Prepared by the Industrial 
Relations Section, Princeton University, 
1929. 17 pages. 


Employees’ Pensions 

Pensions are, on the whole, a compro- 
mise which is unsatisfactory both to the 
company, because of the rapid increase in 
extent, and also to the worker, because 
a pensioner can only eke out his savings. 
Few workers prefer a pension to contin- 
ued work, in the opinion of Dr. W. Irving 


Clark. The worker wants to keep active 
in factory work as long as possible be. 
cause he does not like to idle. He prefers 
the regularity, the activity, and the com. 
panionship of a factory job to trying to 
find something to occupy his time at home, 

The writer says that, after a detailed 
medical examination of older employees, 
he concludes that; first, while the pensions 
are necessary, they are satisfactory neither 
to the worker nor to the company and 
should be postponed as long as possible; 
second, that by means of medical supervi- 
sion and careful placement, older work- 
men may be kept at work which is of 
value to them and to the company; third, 
that the physical condition of a group of 
workers 65 years of age and over varies 
little from year to year; and fourth, that 
careful medical supervision between the 
ages of 50 and 65 should reduce the num- 
ber of workers ultimately placed on the 
pension list. Canadian Foundryman, July, 
1929, p. 24:1. 


Stock Subscription Offered Employees 

Truscon Steel Company of Youngstown, 
Ohio, has offered employees an opportunity 
to subscribe to 20,000 shares of common 
stock in the company. The offering is 
made at $40 per share, up to 20 per cent 
of the employee’s earnings in 1928. The 
stock has a present market value of about 
$60 per share. Partial payment also is 
offered. The stock is restricted against 
sale outside the company for two years. 
Iron Trade Review, July 11, 1929, p. 119:1. 


Employment: Classification, Selection, Tests, Turnover 


Tests for Garment Machine Operators 

The article describes the method and 
gives the results of an attempt to measure 
by a series of psychological tests the apti- 
tude of subnormal girls for power machine 
operating in the garment trades, and there- 
by to predict probable successes and fail- 
ures. The tests were standardized on a 


group of girls from the New York City 
elementary schools. 

Each girl was given 90 hours trial on 
the machines. A team of five tests showed 
a positive correlation of .66 -t .04 with the 
ability to learn operating, and would have 
eliminated 76 per cent of the failures if 
given in place of actual trial on the ma- 
chines. Since the tests were given to sub- 
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normal girls, it will be necessary to try 
out the three or possibly four most valid 
tests on groups higher mentally and chron- 
ologically before it can be stated that these 


Research and Experiment 


The Organization of Scientific Research 
in Industry 

Admitting that what constitutes encour- 
agement has never been standardized, Mr. 
Willis R. Whitney, Director of the Re- 
search Laboratory of the General Electric 
Company, in a paper given at the meeting 
of the American Association for the Ad- 
vacement of Science, pointed out three 
necessary elements of adequate compensa- 
tion for encouragement to continue re- 
search : 

The first of these is coin, and it is prob- 
able that salaries of research men will con- 
tinue to rise. The second is publication in 
some form which will bring recognition 
from the public. The last is further op- 
portunity for more and better work. 

The research man must progress, and to 


tests can be used for selective purposes 
under ordinary conditions within the in- 
dustry. By Katharine Treat. The Per- 
sonnel Journal, June, 1929, p. 19:10. 


this end, new and improved tools, freedom 
from interruption, sufficient assistants, and 
even floor space, though they may seem 
inconsequential, are often essential. 


At the same session, Mr. F. B. Jewett, 
Vice-President of the American Telephone 
and Telegraph Company, and President of | 
Bell Telephone Laboratories, said that find- 
ing competent men in industrial research is 
not different from finding competent men 
in any walk of life. 

The primary requisite for finding such 
men is acquaintance with the wise men in 
the college, university, and technical school 
faculties whose judgment applied to the 
young men they have instructed makes 
them a more efficient sieve than any casual 
outsider can hope to be. Mechanical En- 
gineering, June, 1929, p. 443:3. 


MARKETING MANAGEMENT 


Should the President Invite Complaints? 


Management today must be more alert 
and aggressive than ever, and ascertain ex- 
actly the customer’s attitude. Salesmen 
especially, who come most frequently in 
contact with customers should be trained 
and stimulated to find out by careful ques- 
tioning and investigation what they are 
thinking and saying about the company and 
its product. Another method of obtaining 
such information is by the group or con- 
ference meeting such as has been carried 
on by the New York Telephone Company 
for the last three years with executives of 
various business concerns of New York 
City. Complaints are considered important, 
and if handled in the right way become sug- 
gestions for better service. The closer 
Management’s contact with the final users 


of the product made by the factory, the 
closer that company is in touch with the 
fast-moving trend of the times. New 
fashions, new buying habits, can overturn 
in a few months what it has taken many 
years to build. And yet if management can 
find out just what its customers are think- 
ing, a change and shift can be made which 
may save many thousands of dollars later 
on. By James S. McCulloh. Printers’ 
Ink Monthly, July, 1929, p. 29:3. 


Are There Profitless Black Sheep in 
Your Line of Products? 


It is necessary in these days for a com- 
pany to know the selling costs of different 
products in its line. Many concerns hav- 
ing a line of products do not know where 
their profits are coming from, and there- 
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fore cannot intelligently direct the efforts 
of their salesmen toward concentration on 
the type of business that pays. How one 
company developed an easy method of de- 
termining selling costs of each product in 
its line is described. By Thomas M. Mc- 
Niece. Sales Management, June 22, 1929, 
p. 591:2. 


How Many Questionnaire Replies Give 
an Accurate Answer? 


The four most important factors which 
must be considered in determining how 
many replies are needed to a market survey 
question are: first of all the scope of 
the investigation, next the influential fac- 
tors, then the quantitative and qualitative 
data, and finally, dependent questions. 

The great danger in investigations is in 
trying to get too many details, instead of 
being satisfied with a short questionnaire 
which will get the really important facts. 
Fewer questions usually necessitate fewer 
replies and their accuracy can be proved by 
adequately checking for recurrent trends. 
By Stanley I. Clark. Printers’ Ink, July 
18, 1929, p. 17:4. 


Revision by Stores of Sale Customs 


Generally speaking the future will see 
less and less emphasis on the sale idea in 
retailing. The whole course of distribu- 
tion today is toward giving the customer 
his money’s worth day in and day out. 
Modern retailing is not a catch-penny 
proposition. 

The “Hurrah, come and visit our store 
and see what bargains you are offered 
today” type of sales has lost the confidence 
of the customer. Thinking retailers real- 
ize this, and in their stores today sales of 
this kind form no part of the program. 
Some events, such as August fur sales, 
August and February furniture events, 
white goods sales in January and May, etc., 
are primarily the observance of custom. In 
the opinion of many merchants some of 
these events, particularly the August fur 
sale, may well be eliminated entirely. 

The August furniture sale, has taken 
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on more of an exhibition aspect, leading 
to increased consumer interest and sales 
either during that month or later. It occurs 
at a time when many people are giving 
thought to their fall home furnishings and 
also to contemplated removals to new 
quarters in October. Furniture may be 
selected during August and held for later 
delivery. 

White goods sales are likewise based on 
sound reasoning. Held in January, after 
the heavy Christmas shopping when con- 
sumer attention was directed to holiday 
merchandise, the white sales represent the 
attempt of the stores to get back to funda- 
mentals. Such sales, together with those 
which represent advantageous purchases or 
particularly timely offerings will remain. 
New York Times, July 14, 1929, 18N:1. 


Model Stocks Not Very “Model” 

The trouble with most stock-control sys- 
tems is that they are allowed to run the 
merchandiser instead of being used by him 
flexibly and with the support of his judg- 
ment and other fact information. 

Chief among the pitfalls incidental to 
most systems of stock control are the im- 
practicability of embodying in them, in con- 
venient form, all of the external factors 
affecting merchandising decisions; and the 
psychology of the merchandiser himself, 
who all unconsciously is likely to read into 
the figures of the system all kinds of sub- 
stantiation of his own prejudices unless he 
guards himself rigidly against it. Retail 
Ledger, First July Issue, 1929, p. 8:1. 


Operating Expenses of Department 
Stores 

This bulletin deals with typical operating 
results of department and specialty stores 
for the year 1928. Operating statements 
have been classified into four main divi- 
sions: Department stores with sales over 
$1,000,000, those with sales less than $1,- 
000,000, specialty stores with sales over 
$1,000,000, and those with sales less than 
$1,000,000. 

For each of these main divisions, typical 
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or common figures on operating results 
were determined, both for the groups as a 
whole, and for special sub-classifications 
within each group. The purpose of the 
latter was to make possible a more de- 
tailed analysis of such factors as sales 
volume, rate of stock-turn, geographic lo- 
cation, and ratio of profit or loss. By 
Charles I. Gragg. Bulletin No. 78. Bureau 
of Business Research: Harvard Univers- 
ity. 59 pages. 


Salesmen Pick Their Own Prospects 
and Set Their Own Quotas 


A large wholesale house permits each 
salesman to select his own customers and 
prospects, with a total disregard of geo- 
graphical territory. No list is allowed to 
consist of more than fifty names. The 
original allotment of customers and pros- 
pects was arrived at in conference among 
the salesmen themselves. This plan not 
only settles the question of remuneration 
but it also decides quotas and the dis- 
posal of dead and difficult accounts. As the 
salesman’s remuneration for the year is 
based upon his own set quota it is to his 
interest to see that he aims high. Each 
man is paid a monthly sum proportioned 
to the quota he has set himself for the 
year. By John Landels Love. Marketing, 
June 22, 1929, p. 401:1. 


How We Use Color As a Test for Style 

A style that lasts for any length of time 
usually has to have something more to 
recommend it than getting away to a good 
start. Although the definition is some- 
what general, to say that an article ought 
to have some real goodness to it to be a 


promising style is about as narrow as the 
statement can be made and still kept ac- 
curate. 

Sometimes by applying this formula of 
appropriateness, or whatever you wish to 
call it, advantageous designs have been 
worked out. Modern designs in oil-cloth, 
color in the kitchen, a masterpiece in color 
in chinaware, dress goods, or rugs are but 
a few illustrations of the fact that the buy- 
ing public of today is color conscious. 

The pattern expert helps to reduce the 
number of designs carried in stock and at 
the same time improve sales. In the fields 
of style-selling experience shows that if 
all is sound artistically the gamble is 
always materially reduced. The selection 
of styles is partly a matter of knowing 
what customers ought to like as well as 
knowing what they have already given 
evidence of liking. By A. J. Kirkpatrick. 
Business, July, 1929, p. 19:2. 


First All-Automatic Food Products 
Store Reported Opened 


The Journal of Commerce for June 15 
describes the opening at an Eastern re- 
sort of what is claimed to be the first all- 
automatic store in the United States which 
sells various food products, including, 
among other things, a great variety of con- 
fectionery. The new store contains over 
50 automatic talking robots, as well as 
mechanical change-makers which provide 
all the small coins needed for use in the 
machines or for telephone calls. The 
machines are refilled daily and no attend- 
ant for the store is provided. Domestic 
Commerce, July 1, 1929, p. 7:1. 


Sales Promotion: Letters, House Organs, Advertising 


Co-operation as a Substitute for Mergers 

Mergers have not been effective in re- 
ducing selling costs, but some of the vari- 
ous types of cooperative effort have been 
strongest where the merger has been weak- 
est. Especially notable is the work in co- 
operative sales promotion which has been 
done by the various trade associations. The 


work of the Save-the-Surface committee, 
representing the paint and varnish industry, 
is one of the best examples of what a well 
managed sales promotion campaign can 
do for an industry. During the last nine 
years it has doubled the sales of the in- 
dustry. The amount of advertising done 
by individuals in the industry has also in- 
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creased since the cooperative method was 
inaugurated. By John Allen Murphy. 
Sales Management, July 13, 1929, p. 60:3. 


Errors Can Be Made to Pay Dividends 


Markdown is not a predetermined figure 
but rather the measured result of error. 
Faltering response to sales promotions 
based on price appeal shows that the pur- 
chasing power saved by avoiding over 
purchase in this line can be used to better 
advantage to round out regular stocks. 

A card system for ascertaining turnover 
on promotions and old merchandise on hand 
results in liquidation of frozen investment 
and consequent increase in available pur- 
chasing power. The influx of new mer- 
chandise is the life blood of increased 
volume. 

Markdowns may be curtailed by a study 
of price lines. At Lansburgh & Brothers, 
Washington, D. C., such a study showed 
unintentional grading down in one depart- 
ment where the largest number of unit 
sales were made at the highest price carried. 
Similar studies in stock control and adver- 
tising expenditure have yielded gratifying 
results in avoidance of the expenses of ex- 
cessive stock. 

By lowering the average stock invest- 
ment, administrative expenses; including 


Buying, Receiving, Storing, Shipping 


Buying Activity in Merchandise Markets 
Shown by Chart Based on 
“Times” Lists 

The first assurance that hand-to-mouth 
buying activities have settled into definite 
channels which may be gauged in advance 
is seen by resident buyers in the chart 
compiled by the New York Times from its 
data on merchandise buyers arriving in the 
local market. 

A comparison of the year from July, 
1928, to July, 1929, with the preceding 
twelve months shows that the highest peaks 
of activity for both years fell in February 
for spring buying, with secondary peaks 
in August and September for fall and win- 


interest, taxes and insurance on merchan. 
dise, and warehouse rental; together with 
the proportionate share of prorated ex. 
penses may be reduced. Retail Ledger, 
First July Issue, 1929, p. 4:1. 


The Relative Values of Positive and 
Negative Advertising Appeals as 
Measured by Coupons Returned 

An attempt to compare the values of 
positive and negative advertising appeals 
through the use of return coupons yields the 
following conclusions: 

1, That there is no inherent advantage 
favoring positive appeals as compared with 
negative appeals in advertising those prod- 
ucts which are now using both types; 

2. That it would be desirable to deter- 
mine the kinds of appeal which are most 
effective for each class of goods or product 
individually ; 

3. That adults, both men and women, do 
not seem to indicate any stronger reaction 
to positive coupon bearing advertisements 
than to the negative type; 

4. That the variations within positive or 
negative types of appeals are far more im- 
portant than the differences between the 
types. By D. B. Lucas and C. E. Benson. 
The Journal of Applied Psychology, June, 
1929, p. 274:27. 


ter buying. In addition, smaller peaks for 
practically every other month in the year 
are revealed. Indicative of the changed 
buying habits of stores, it was pointed out 
by resident buyers, is the fact that a similar 
chart drawn up in 1914 would have shown 
but two peaks, one in February and one 
in July, with a low level of activity dur- 
ing the balance of the year. 

The chart provides a helpful barometer 
of demand in the opinion of manufacturers 
who have been conscious of the change in 
the character of the buying during the past 
five or six years, although they have not 
been aware of the precise character of 
buying over the year. The New York 
Times, July 14, 1929, 18N:1. 
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Salesmen: Selection, Training, Compensation 


These Wholesalers Pay Salesmen on a 
Basis of Net Earned Profit 


The policy of paying salesmen a per- 
centage of the earned net profit on their 
sales seems to be gaining in favor. Sales- 
men like these compensation plans because 
they have a definite incentive to do their 
best work, and they are rewarded exactly 


and promptly in accordance with per- 
formance. The wholesalers like them be- 
cause they cut turnover and sales costs. 

Plans of the William Edwards Company, 
the Weideman Company, the Carpenter 
Cook Company, Edwards and Chamber- 
lin, and August Buschman & Sons are de- 
scribed. By J. F. Kerwin. Sales Manage- 
ment, July 6, 1929, p. 13:2. 


Berkey & Gay Course 

The Berkey & Gay Furniture Company 
wanted a practical training course which 
would give their dealers and salesmen 
sound information about furniture construc- 
tion and design, about home furnishing 
and decoration, about successful methods 
of interesting people in better furniture and 
getting them to buy it. In order to get this 
kind of information a complete survey of 
retail selling methods was made. The first 
step in the survey was to find out, at first 
hand, what selling methods are used in 
the best retail stores. The reports which 
were brought in by trained shoppers sent to 
get that information gave the company an 
accurate picture of the methods actually 
used by successful salesmen in leading 
furniture stores all over the country. 

The second step was to interview Berkey 
& Gay dealers. The third step was to in- 
terview technical men in the furniture busi- 
ness for information about woods, veneers, 
fabrics and construction; furniture design- 
ers for information about styles and de- 
signs; and interior decorators for informa- 
tion about home decoration and color 
harmonies. 

All this information was organized to 


deal with the problem, first of all, of win- 
ning the customer’s confidence; next, of 
guiding his selection; third, of enhancing 
the attractiveness of the furniture selected ; 
fourth, of demonstrating the value built 
into the furniture; fifth, of resourceful 
selling ; and sixth and last, of creative sell- 
ing. Each of the six books contains about 
70 pages, and is designed to be practical, 
interesting, and authoritative. By David 
Rosenblum. The Berkey & Gay Shop- 
mark, June, 1929. 6 pages. 


Developing the Modern Salesman 

The general sales manager of the Pa- 
cific Gas & Electric Company believes that 
salesmen are made, not born, and with 
that view in mind has established a Cadet 
Training School in the company. This 


consists of a group of not more than six 
men who, after meeting entrance require- 
ments, are instructed in both technical and 
sales work. 

Some of the highlights of the plan are: 
1, A Cadet Training Committee is placed 
in charge. 2. Great care is used in the 
selection of applicants, with a regular 
routine of procedure that leaves nothing to 
guesswork. 3. Company employees are 
given preference, qualifications considered. 
4. A well-considered curriculum of instruc- 
tion is mapped out by the hour and by the 
day, covering a six-weeks’ period. 5. 
Cadets must pass a written and oral ex- 
amination. (Training period continues 
from two to nine months.) 6. Cadets are 
paid a salary of $100 per month during the 
training period. By H. M. Crawford. 
Printers’ Ink Monthly, July, 1929, p. 39:2. 


The Interview in Training Salespeople 

The development of a technique for 
handling interviews and for training inter- 
viewers in retail stores as worked out by 
the Research Bureau for Retail Training 
of the University of Pittsburgh is outlined. 
The study carries the subject of personal 
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measurements one step farther than is 
usually attempted, in that it outlines the 
procedure for getting across the results of 
these measurements to the persons most 
concerned. Furthermore, it anticipates the 
difficulties which may be encountered in 
performing this task by providing the 
necessary technique in the form of a series 
of lesson plans prepared especially for 
training the persons who will be called 
upon to do the interviewing. 

The following outline indicates the points 
covered for interviewing on ratings: 


Preparations 


1. Familiarize yourself with the sales- 
person’s records. 

2. Familiarize yourself with the selling 
situation. 

3. Know how the rating is made. 

4. Plan the interview carefully. 

The Interview 

5. Establish a friendly relationship. 

6. Introduce the subject of ratings. 

7. Take up the points on which the rating 
is high. 

8. Mention the sales record. 

9. Take up the points on which the rating 
is medium or low. 

10. Offer definite aid to improvement. 

11. Close on a note of encouragement. 


Follow-up 


12. Follow-up by means of the next rat- 
ing. 

13. Interview the sales person on the 
floor. 

14. Call the sales person back. 

The difficulties encountered by inter- 
viewers, the aims of the interviews, and 
general rules to observe in interviewing are 
summarized. By Natalie Kneeland. Per- 
sonnel Journal, June, 1929, p. 47:6. 


Let the Salesman Be Frank About 
Credits with the Customer 
Usually the embarrassment, annoyance 
and bad feeling which accompanies credit 
problems that the salesman has to solve are 
due to the apologetic and awkward way in 
which he handles the situation. But if he 


looks upon the payment of an old account 
as a matter of ordinary routine, there are 
only two courses for the customer—he 
either pays in the same open method or he 
gives some reason why he cannot pay at 
the moment. Often a credit problem could 
have been circumvented had the salesman 
been completely frank with his customer, 
and so developed frankness in return. The 
Borden Company believes that this is the 
nub of the whole situation. By A. H. 
Deute. Printers’ Ink, June 27, 1929, D. 
80:4. 


Sales Instinct—and Caution Needed by 
Modern Retail Credit Department 


The progressive credit manager of today 
regards his department not as a device for 
reducing sales but as a selling department, 
His first step in organizing his department 
on modern lines is to assemble a strong per- 


sonnel possessing the valuable combina- 
tion of sales instinct and caution. 

The first battery of sellers is composed 
of the interviewers. If these men know 
their job and their manners, they can be 
convincing on a justifiable basis. It is, 
however, difficult for anyone to display 
hospitality if he doesn’t feel it; the Credit 
Manager will therefore make sure that his 
associates are contented in their work and 
surroundings and feel a loyalty that is not 
forced. 

The selling technique of the assistant 
credit men shows itself when they call a 
bank cashier or the credit man of another 
shop and sell him the idea of giving them 
immediately full and complete information 
about the credit applicant. The Collection 
Department sells the “pay up” habit. 

The plan of having all steps connected 
with an account—offering the account, 
opening it, making adjustments and collec- 
tions, counselling with customers— under 
the supervision of one department has many 
advantages. There could hardly be a bet- 
ter chance to sell the policy of a store to 
its patrons. By Justin H. Edgerton. 
Credit Monthly, July, 1929, p. 9:2. 











L 





t 


a 
r 
n 
n 
n 


—— 


a: = “~~ “~~ 


> 








SURVEY OF BOOKS FOR EXECUTIVES 283 


Books Received 


The Technology of Low Temperature 
Carbonization. By Frank M. Gentry. 
Williams & Wilkins, Baltimore, 1928. 


399 pages. 


Economics: Principles and Interpreta- 
tion. By Roy Emerson Curtis, Ph.D. 
A. W. Shaw, Chicago, 1928. 879 pages. 
$4.50. 











Survey of Books for Executives 














Labor Management. By J. D. Hackett. 
D. Appleton & Co. New York, 1929. 
681 pages. $5.00. 

Recent books in the field of industrial 
relations tend to divide themselves between 
those that deal mainly with theory and 
those that deal mainly with methods. Mr. 
Hackett’s ample volume makes a respec- 


able addition to the latter group. The 
reader will find little philosophy and only 
a scanty consideration of “labor problems” 
in their economic or social aspect. He will 
find, however, a large reservoir of factual 
material bearing upon the practical admin- 
istration of personnel, in some lines ex- 
tended to include the most minute details 
as to methods and practices. 


In choosing this factual and methodologi- 
cal treatment, Mr. Hackett has likewise 
elected to emphasize personnel administra- 
tion in its narrower sense and to devote 
the most carefully worked out sections of 
his book to such subjects as selection, hir- 
ing, training, and wage payment. On these, 
as well as on the subjects less extensively 
covered, the author’s views, where he ex- 
presses them, are distinctly conventional. 
One concludes that he aspires to be neither 
a revolutionist nor a prophet but to be 
rather an interpreter of what he con- 
siders the best in existing procedure. 

The book is in agreeable contrast to 
much recent business literature in that it 
is well and carefully prepared. Mr. 
Hackett has a clear and pleasing style and 
he has not hesitated to take sufficient pains 
to do a workmanlike job. Although much 
time evidently was spent in the prepara- 


tion of the volume, the information given 
has been brought up to date and the cita- 
tions of authorities include some writings 
which came from the press only shortly 
ahead of Mr. Hackett’s own book. In these 
citations the author has wisely included 
references to periodical and pamphlet liter- 
ature, thus giving his readers the benefit 
of more recent material than is likely to be 
found in book form. 


At the very outset Mr. Hackett throws 
overboard the notion that labor and capi- 
tal are “partners” in all stages of the pro- 
ductive and distributive process. “It is 
folly,” he asserts, “to say that the inter- 
ests of the employee and the employer are 
identical; the statement is far too broad. 
Their interests are identical with respect 
to the need for production since it is neces- 
sary to the earnings of wages and the mak- 
ing of profits. But, when it comes to the 
question of a division of the results, the 
interests are obviously divergent; the more 
one side gets, the less there is for the other, 
unless, of course, the consumer can be made 
to shoulder the cost.” 

Consistently with his evident views as to 
the scope of personnel administration and 
the importance of its various functions, 
Mr. Hackett devotes a full half of his 
text to employment, selection, placement 
and training, and closely allied subjects. 
It is in a chapter headed “The Employ- 
ment Department” that he discusses the 
qualifications and training of the personnel 
manager. In this connection he comments : 
“As yet there are comparatively few prop- 
erly trained persons to fill newly organized 
employment offices. The problem is 
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whether to adapt an employee to the new 
duties or to run the risk of taking in a 
new man, unacquainted with the problems 
and conditions in the plant. Decision on 
this point depends on whether it is easier 
to acquire a knowledge of the subject, or of 
the plant and its personnel. As a rule it is 
easier for a trained personnel manager 
to acquire the necessary knowledge of 
the plant than for an inside man to gain 
a knowledge of employment management, 
other things being equal. It is highly in- 
advisable to put any employee in such a 
position without providing the opportunity 
of obtaining some training in the technique 
of his work. If adequate provision can- 
not be made, an outside person should be 
put in charge.” 

Mr. Hackett sums up his judgment as 
to the relative importance of various quali- 
fications for personnel management in the 
following table: 

Per Cent 


Training in the technique of personnel 
MANAGEMENE 2.000 ccccccccrecccccccce 


BPOOMONHG onc cc ccccescccccvccccese soe Be 
General industrial experience .....,... 15 
Executive ability .........ceeeee0e woos «CU 
Shop experience ......sesseeeescceres 10 


Experience in organized social movements. 5 


Mr. Hackett follows approved modern 
ideas by assigning wage determination to 
the province of the personnel manager, al- 
though he concedes that the actual practice 
of many companies is at variance with this 
theory. He says: “Were it possible to 
exclude the difficulties arising out of the 
money question in industry there would be 
little left for dispute. The personnel man- 
ager, whose function is to maintain a happy 
and contented force, is intimately concerned 
with the matter and it is quite natural that 
it should be one of his chief interests. 
He occupies a strategic position between 
the employer and the employee and should 
easily know more about the wage problem 
than any one in the plant. His position 
demands that he keep in touch with both 
the external and internal factors affecting 
wage changes and he should be capable of 
determining their significance for the em- 


Ployer. The fact remains, however, that 
owing to lack of training, few personne! 
managers are entrusted with the task.” 

In conformity with his view as to the 
responsibility for wage determination, the 
author devotes several generous chapters 
to the general subject of wages. These 
chapters include much factual material and 
detailed suggestions for wage administra- 
tion. 


Mainly through contrast with his ex- 
haustive discussions of employment and 
wages, Mr. Hackett’s treatment of other 
parts of the industrial relations field ap- 
pears sometimes meager and occasionally 
even casual and perfunctory. His chap- 
ters on mutual benefit associations and on 
group life insurance are tolerably adequate 
and his discussion of pensions, though 
brief, is closely reasoned. He joins with 
most other students of the pension ques- 
tion in urging competent actuarial studies 
and timely provision against mounting 
costs. A chapter on unemployment con- 
tains references to current practices in 
regularization of production, and also to 
unemployment insurance in the United 
States and foreign countries. A brief con- 
cluding chapter covers somewhat superfi- 
cially the combined subjects of employee 
representation and union-management co- 
operation. Here Mr. Hackett says: “A 
very noticeable feature of the subjects dealt 
with under employee representation is that 
many of them are extraordinarily trivial; 
they could and should have been dealt with 
satisfactorily by the foreman. The fact 
has demonstrated the weakness of foremen 
in the industrial structure and the need for 
their training whether under employee rep- 
resentation or otherwise. * * * * 

“Employee representation tends to under- 
mine the foreman and deprive him of aw- 
thority and privileges long unquestionably 
enjoyed. The purpose of joint committees 
is not to check but to review the work of 
the foreman, although it does really act as 
a check on every action. The usual pro- 
cedure is that the aggrieved worker must 
go to his foreman in the first instance and, 
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if not satisfied, may appeal either to the 
foreman’s superior or to his own represen- 
tative. This leaves the foreman in an in- 
yidious position; every denial of the em- 
ployee’s request involves a question of 
the foreman’s ability and authority. There- 
fore his education in the handling of labor, 
hitherto neglected, becomes imperative un- 
der the operation of an employee-repre- 
sentation plan. Nevertheless, it is fre- 
quently overlooked and the foreman tends 
to become a cipher. In some cases ef- 
forts have been made to educate foremen 
by means of meetings at which are dis- 
cussed the problems brought up by em- 
ployee representatives and this has had 
the effect of broadening their outlook. Fore- 
men have not opposed the adoption of 
works councils because they were in no po- 
sition to offer opposition, consequently 
they are generally on record as having ac- 
cepted them and those who have at first 
objected have later agreed.” 

The book is issued under the influential 
sponsorship of Sam A. Lewisohn, who has 
contributed an introduction. 


E. S. Cownricx. 





Marketing Investigations. By William 
J. Reilly. Ronald Press, New York, 
1929. 245 pages. $5.00. 

The next time a student of Sales Re- 
search asks me for a list of books, I shall 
put “Marketing Investigations” at the head 
of the list. While it is primarily for the stu- 
dent and the novice in this field, it can be 
read with profit by those who have been 
doing practical market research for years. 
It is somewhat academic in style and in an 
effort for clarity becomes cumbersome at 
times. It is, nevertheless, well planned, 
and market research is still young enough 
as a science to stand careful exposition. 

The text is divided into four major 
parts: preparation for the study of the 
specific problem, securing information in 
the field, interpreting the information, 
presenting the data. 

In the second section, various means of 
getting information from consumer, re- 


tailer, jobber, marketing organizations, in- 
terviewers, and mail questionnaires are ex- 
plained in detail—probably, a little too 
much detail for anyone except the novice. 

In the third section, the technique of 
testing accuracy and reliability is carefully 
covered. This section should be studied 
by those engaged in practical market re- 
search. 

An appendix of mathematical implica- 
tions of methods for testing accuracy is 
a genuine help, and in another appendix is 
a check list of typical problems in market 
research which can be referred to at fre- 
quent intervals. It will show the man or 
woman engaged in this class of work some 
short cuts to accurate and reliable facts. 

Altogether I should say that “Marketing 
Investigations” has all the ear marks of a 
standard text book, and most certainly it 
deals with fundamentals that can be re- 
viewed with profit and applied to individual 
problems. 

J. R. Birocuer, Manager, 
Market Research, 
Mohawk Carpet Mills. 





Coalmining: A European Remedy. By 
J. R. Bellerby. Macmillan & Co., Ltd., 
London, 1928. 73 pages. 

This little volume, after a brief review 
of the coal mining situation in Europe 
since the war, presents a plan of action 
which in the opinion of the author will 
once more place the mining industry on a 
sound basis. The author finds that the 
demand for coal is inelastic, that the urge 
for large production in the producing coun- 
tries causes over-supply and cut-throat 
competition in the export market. The 
ills of the industry are to be remedied by 
the elimination of international competi- 
tion and substitution therefor of interna- 
tional co-operation. 

International co-operation is to be se- 
cured by the creation of an “Interna- 
tional Mining Board,” composed of an in- 
dependent chairman and of mine-owners’ 
and miners’ representatives in “equal num- 
bers.” The delegation from each country 
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would vary in size according to the extent 
of its mining industry. The measures 
which the Board would take up for action 
and administrate after adoption would be 
in order of their importance, (a) limita- 
tion of hours of work, (b) regulation of 
wages and (c) the control of output. In 
the regulation of wages the Board would 
be assisted by a “Research Council” 
which would establish “basic” rates for 
each country. 

The reduction of hours—which might 
take the form of “a 7-hour day, a 40-hour 
week, or reduction by a specified number 
of hours of the present customary work- 
ing time all over Europe’—has for its 
object the reduction of unemployment since 
more men would be required to turn out 
the same production. If there are not 
sufficient men unemployed at present to 
maintain the output the result will be 
curtailed production, rising prices and 
higher wages. From Mr. Bellerby’s own 
account, however, it would appear that the 
number of unemployed is large enough 
to fill the additional demand for men, 
and the net result would be a more even 
distribution of work to the men in the in- 
dustry with the same total earnings for 
the group. 

Regulation of wages is designed to make 
price cutting impossible and to raise the 
standard of living of the industry. In 
brief, it is to be accomplished as follows: 
The Research Council is to establish the 
average wage in force in similar occupa- 
tions in other industries for each country. 
The minimum mining wage for each coun- 
try is to be established by the Board as 
a certain percentage of the average wage 
established by the council. While this 
scheme might give the miners in each 
country a wage representative of the 
“country’s general industrial efficiency” it 
ignores entirely the efficiency of the mining 
industry as dictated by coal seams, capital 
invested, and engineering practice. The 
result might well be that the less favored 
countries would be driven entirely out of 
the export market. 


An increase in the wages of the occupa- 
tions which serve as the standard for 
the miners’ minimum wage would be 
strongly opposed by the operators because 
it would represent just that much of a 
handicap in the export trade. One wond- 
ers whether Mr. Bellerby seriously pe. 
lieves international agreement can ever be 
reached on a scheme as hazardous to the 
coal trade of any one country as the one 
he suggests. 

The third suggestion Mr. Bellerby makes 
is the control of output. This, he feels, is 
an accomplishment which would take con- 
siderable time and is dependent on the 
strength of the respective national organi- 
zations. He thinks that it would be harder 
to create the international cartel necessary 
to control such a scheme than to secure 
international agreement on the other two 
measures which he considers of more im- 
mediate urgency. 

One wonders again why Mr. Bellerby 
thinks that the coal producing countries 
would object more seriously to a limita- 
tion of their total output which seems 
quite simple and definite than to the wage 
agreement which is highly problematical 
in its outcome. The reviewer agrees with 
Mr. Bellerby that international competi- 
tion is the curse of the European coal in- 
dustry but doubts whether his panacea is 
capable of either achievement or success- 
ful operation. 

H. Van Dnrooce, Statistician, 
The Consolidation Coal Company. 





Business and Professional Speaking. 
By William Phillips Sandford and Wil- 
lard Hayes Yeager. A. W. Shaw, Chi- 
cago, 1929. 374 pages. 

The keynote of this volume is that 
“As a tool of effective communication, 
speaking deserves the consideration of 
every individual and of every business con- 
cern.” 

This book has grown out of a realiza- 
tion of the need for a specific training in 
the types of business address and in pef- 
sonal conference. 
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The authors have put into print the 
principles and suggestions which they have 
tested both in their own personal expe- 
rience and in their classes in Business and 
Professional Speaking. In addition, they 
have drawn upon the experience of many 
men in industry, commerce, and the pro- 
fessions for a part of their illustrative 
material. The three parts of this work, 
Principles of Persuasive Speaking, Types 
of Business Talks, and the Personal Con- 
ference, are designed to meet the need of 
practical instruction in speaking in every 
day business life. 

Business men, for the most part, are 
coming to the realization that effective 
speaking pays dividends in business suc- 
cess. To utter one’s ideas persuasively 
is to move others to action. He who is 
deficient in the selection, phrasing, and 
utterance of his thoughts fails to attain 
the influence and authority that might 
otherwise be his. Comparatively few books 
on the subject are adapted to needs of 
business. 

General treatises on public speaking do 
not treat specifically of the types of speech 
for which the business man is called upon, 
nor do they offer many hints concerning 
the most common of all business encount- 
ers, the Personal Conference. 

The authors of this volume have handled 
their subject with a surprising thorough- 
ness, a complete knowledge, and a keen in- 
sight into the problems, They have suc- 
ceeded to a great extent in eliminating 
from their work a great deal of the su- 
perfluous material which quite often makes 
the reader doubt the value of kindred 
works. Quite often teachers of effective 
speaking are not effective when they at- 
tempt to be writers. They grow fond of 
words and befog their issues. This is not 
true of the authors of “Business and Pro- 
fessional Speaking.” While the volume is 
large, it is so because the authors have 
been so exact and thorough in their un- 
dertaking. 

The first part which is entitled “Princi- 
ples of Persuasive Speaking” takes up “Ef- 


P] 


fective Speech in Business, Analyzing the 
Hearer, How to Plan a Talk and How 
to Find the Proper Material.” 

The second part under the head of 
“Types of Business Talks” deals with the 
Oral Report, Sales or Promotional Talks, 
Inspirational Speeches, Argumentative 
Speaking in Business, Speeches of Good- 
will and Courtesy, After-Dinner, Radio, 
and Telephone Speaking, and How to 
Properly Conduct a Meeting. 

The third and last part of the book 
deals with the “Personal Conference” and 
goes into detail regarding the planning and 
conduct of a conference and the best way 
to open and close one. 

The great number of concrete cases with 
which the book is plentifully supplied, 
makes the work a practical manual rather 
than an academic treatise. It would be a 
valuable addition to any business man’s 
reading list. 

Joun C. Scort, 
The Standard Oil Company. 
(An Ohio Corporation) 





Men, Money and Motors. By Theodore 
F. MacManus and Norman Beasley. 
Harper & Bros., New York, 1929. 284 
pages. $5.00. 

The amazing growth of the automobile 
industry is very dramatically portrayed in 
this book. It deals with certain well known 
figures in the automobile industry in a 
human and interesting way and impresses 
one more than ever with the fact that in 
no other country could the events described 
in this work have happened. 

Most of the contents of the book has 
from time to time been covered either in 
newspaper or magazine articles, but to one 
who is not familiar with the rapid rise of 
certain prominent figures in the industry, it 
is well worth reading. 

The book is instructive, intensely inter- 
esting and in a sense rather inspirational. 
Had the data been more definitely as- 
sembled it could, however, have been con- 
densed so that it would cover about one- 
half the space. The sequence of facts is 
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not properly co-ordinated and the diction 
is not altogether admirable, thereby adding 
to the confusion of thought. The authors 
seem inclined to change so often from one 
subject to another within each chapter that 
the coherence of thought is greatly dis- 
turbed. If this book could be rewritten 
relating the incidents in a condensed form, 
it would certainly attract attention of those 
interested in the development of modern 
industry. 
C. S. Carine, Director of 
Industrial and Public Relations, 
United States Rubber Company. 





Corporation Profits. By Laurence H. 
Sloan. Harper & Bros., New York, 1929. 
365 pages. $3.50. 

An intimate study of the history of the 
profits of a list of about five hundred and 
fifty leading American industrial corpora- 
tions, operating in all the important lines 
of business, eliminating railroads and pub- 
lic utilities. Names of individual concerns 
are given in every case. 

The stated purpose of the book is: 

(1) To provide a unit of comparison of 
at least some value to those who must 
reach an opinion as the basis for future 
business decisions ; 

(2) To provide a basis for explaining 
and analyzing radical variations from the 
averages of each group; 

(3) To at least suggest standards ap- 
plicable to various industries ; 

(4) To explain why financial situations 
differ so widely and whether the differences 
are sound or dangerous. 

The approach is from an accounting and 
statistical viewpoint. The author does a 
good jiob, presenting ini an interesting 
way, by means of ample tables and graphic 
charts supported by very readable com- 
ments, much valuable information about 
this important subject. 

The reader will realize at once that the 
sources drawn upon are accurate and as 
complete as is possible. One regrets that 
the facts for only two years are given; 
namely, 1926 and 1927. 
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All the important items usual in a hal. 
ance sheet and income statement are Coy- 
ered, each in a separate chapter, Book 
and market values of common stock are 
compared. The financial condition of oyr 
leading industries receive favorable com. 
ment. Depreciation and depletion are 
quite frankly and fully discussed. “The 
most interesting fact about the deprecia- 
tion policy of American industry is that 
there is none.” Percentage of gross jp. 
come, distribution of net profit, earnings 
on invested capital, inventories, accounts 
receivable, and cash are all covered along 
with items of lesser importance in their 
relation to making and disposing of profits, 

Some tables include the total list of cor- 
porations but more attention is paid to a 
list of the fifty best in each case with a 
final chapter of great value setting forth 
various profit factors of “The Fifty Club” 
representing America’s best. 


Two concerns are of such importance 
as to be specially mentioned since they 
appear in each of the seventeen lists of the 
best concerns in The Fifty Club: General 
Motors Corporation and F. W. Woolworth 
Company. 

The closing chapter, “From an Aero- 
plane,” is a fine summary of comments 
aroused by the study of the data. Some 
are critical of present practices, some are 
suggestions valuable to any business man. 
A definite form of recommended income 
report and balance sheet is worthy of adop- 
tion by any concern. 


A complete index of contents is provided 
for reference. 


Altogether a valuable contribution, easy 
to read, containing data difficult to secure, 
expertly compiled by calculation of ratios 
and comparisons, desirable for reference. 
Questions existing in the mind of every 
business man about adequate and reason- 
able profits and their use in his own busi- 
ness are authoritatively answered. 

FRANK L. SWEETSER, 
General Manager and Treasurer, 
Dutchess Manufacturing Co. 








